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SUB J : PRC NATIONAL BUDGET 

1) USLO HAS OBTAINED A READOUT FROM THE AUSTRALIAN 
EMBASSY N AN EXTRAORDINARY DISCUSSION BETWEEN AUSTRALIAN 
MINISTER OF COMMERCE AND INDUSTRY, PHILLIP LYNCH, AND 

A VICE MINISTER OF THE MINISTRY OF FINANCE, WANG P ING- 
CH'IEN, DURING LYNCH S VISIT TO PEKING IN EARLY MAY. 

2) IN ANSWER TO QUESTIONS, WANG STATED THAT DURIN THE 
NEXT EIGHT YEARS 60 PERCENT OF THE NATIONAL BUDGET WILL 
BE ALLOCATED TO ECONOMIC CONSTRUCTION IN INDUSTRY, 

AGRICULTURE AND TRANSPORTATION. TEN PERCENT OF THE 
BUDGET WILL GO TOWARD EDUCATION, CULTURE, PUBLIC 
HEALTH AND SCIENCE. TWENTY PERCENT OF IT WILL BE 
ALLOCATED TOWARD NATIONAL DEFENSE AND ADMINISTRATION. 

THE REMAINING 10 PERCENT WILL BE SPENT IN UNSPECIFIED 
WAYS. 
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3) WANG STATED THAT 90 PERCENT OF STATE REFENUES 
COME FROM TAXES ON AND PROFITS FROM STATE-RUN ENTERPRISES. 
THE REMAINING 10 PERCENT COMES FROM AGRICULTURAL 
TAX AND TAXES ON AND PROFITS FROM SMALL ENTERPRISES. 

HE SAID THAT STATE REVENUES ARE PLANNED TO INCREASE 

TEN PERCENT ANNUALLY DURING THE NEXT EIGHT YEARS AND THAT 
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THEY INCREASED 15 PERCENT LAST YEAR. 

4) CURRENTLY. HE SAID, TWELVE PERCENT OF THE BUDGET 
IS ALLOCATED TO FARMLAND CAPITAL CONSTRUCTION PROJECTS, 

INCLUDING WATER CONTROL PROJECTS. ANOTHER 12 PERCENT 
IS ALLOCATED TO FINANCING EXPANSION OF STATE-RUN 
INDUSTRIAL ENTERPRISES. (NOTE: IT WAS INDICATED 
THAT THIS ALLOCATION IS A GRANT TO THE ENTERPRISES; 

ENTERPRISES MAY ALSO BORROW FROM THE PEOPLE'S BANK OF CHINA.) 

WANG SAID THAT THE STATE HOPES TO INCREASE PROFITS 
OF STATE-RUN ENTERPRISES BY INSTALLING MODERN EQUIPMENT 
AND LOWERING PRODUCTION COSTS. 

DEAN 
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